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Tucson Electric Power Company 
2014 Cost Containment Report 

The following is a summary of Tucson Electric Power’s (“TEP” or “Company”) cost containment efforts and 
quantified savings for 2014. A table outlining TEP’s estimated savings of $30.5 million for 2014 initiatives is 
attached as Exhibit A. Since the TEP Rate Case in 2012, the Company identified $8.3 million in 2012 and 
$2 1.4 million in 201 3 of cost savings. The initiatives identified in those years continue to be ongoing sources of 
cost savings. 

Contract Renegotiation / Supply Chain Management 

The Company implemented a supply chain sourcing effort in 2009 that continues to reduce costs for items such 
as equipment, poles, wires, transformers, pond liners, boilers and motors, saving over $23.9 million in 20 14. 
Most of the savings were the result of a few large capital projects which occurred in 2014. Supply chain has 
negotiated free transportation for moving inventory between facilities, buyback and product substitution to a 
new, lower cost manufacturer with savings of approximately $0.3 million. In addition to these efforts, the 
Company was able to recognize a $0.1 million rebate in 2014 for the pro-card initiative started in 2013, where a 
better rebate rate was negotiated. 

Energy Delivery 

TEP’s Energy Delivery effort in 20 14 was to reduce overtime and training costs. The reduction in training costs 
both reduced cost of training and also decreased overtime as crews were able to complete work during working 
hours instead of training courses. This contributed to the Company’s overalls savings of more than $0.3 million 
in 2014. 

Corporate Environmental Services 

The Corporate Environmental Services has captured investment recovery efforts as part of the decommissioning 
of projects. This effort includes selling the oil for a total cost recovery of $0.2 million in 2014. 

2014 Actual to Budget Savings 

TEP instituted company-wide hiring restrictions for 2009 and continued with a robust approval process through 
20 14. This process saved TEP approximately $3 million compared to budget in 2014. 

Travel and training expenses company-wide in 2014 were minimized to achieve a savings of $0.5 million 
compared to budget. 

Fortis Synergy Cost Savings 

During 20 14, The Company merged with Fortis Inc. Upon completion of the merger, The Company was 
immediately able to obtain additional discounts on Property, Directors and Officers, Fiduciary, Excess Liability, 
and Crime Insurance Policies. These discounts will contribute $1.2 million in savings in 2014 and 2015. 
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Tucson Electric Power Company 
2014 Cost Containment Report 

In  addition, cost savings in Investor Relations and external Audit expenses will approximate $0.6 million per 
year going forward due to the merger with Fortis. 
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